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NC Budget Process 

State Constitution requires: 

 Preparation: Governor to prepare and recommend to the 
General Assembly a comprehensive budget of anticipated 
revenue and proposed expenditures (Art.III, Sec 5(3)) 

 

 State Treasury: “No money shall be drawn from the State 
treasury but in consequence of appropriations made by law” 
(Art. V, Sec.7) 

 

 Administration: “The budget as enacted by the General 
Assembly shall be administered by the Governor” (Sec 5(3)) 
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Budget Process 
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Budget 
Preparation 

Legislative 
Consideration, 

Enactment 

Execution, 
Administration, 
Management 



Budget Preparation Schedule  

August  

2016 

• OSBM issues budget 
instructions for agencies 

Oct. – Dec. 

2016 

• Agencies prepare 
required worksheets, 
supporting documents, & 
department priorities 

• Agencies & Governor 
begin budget discussions 

January 

2017 

• NCGA reconvenes to 
pass biennial budget 

• Governor concludes 
discussions, finalizes 
recommendations 

Feb/ March 
2017 

• Governor’s Budget 
finalized, presented to 
the NCGA 
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Feb. to May 2017 

• Appropriations 
committee meet for 
briefings, debate, & 
recommendations 

June 2017 

• NCGA enacts a biennial 
budget  

Budget 
Administration 

• OSBM certifies the NCGA-
enacted budget 

• OSBM administers the 
budget per the State 
Budget Act (G.S. 143C) and 
Budget Manual 



Governor’s Recommended Budget 
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Base Budget 

Expansion Budget 

Capital Budget 



Base Budget 

1. Program & position annualizations 

2. Nonrecurring adjustments (+/-)  

3. Federal payroll tax changes 

4. Lease increases 

5. Receipt projections changes 

6. Reconciliation of transfers 

7. Other statutory  
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Base Budget 

Expansion Budget 

Capital Budget 

The part of the Governor's Recommended Budget that provides the 

baseline for the next biennium. Starting point is current year 

authorized budget plus allowable adjustments: 



Expansion Budget  

 Recommendations related to: 

 New programs & expansions  

 New initiatives 

 Salaries & benefits 

 Departmental need for 

equipment, staff, vehicles, etc. 

 Enrollment growth 

 And more… 
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Capital Budget 

Expansion 
Budget 

Base Budget 



Capital Budget   

 Recommendations related to: 

 Constructing new facilities  

 Repairing/ renovating existing 

facilities 

 Purchasing land/ facilities 
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Base Budget 

Expansion Budget 

Capital Budget 



Budget Terms 

Certified Budget  - The budget as enacted by the GA plus  

1. distributions to State agencies from statewide reserves appropriated 

by the General Assembly,  

2. distributions of reserves appropriated to a specific agency by the 

General Assembly, and 

3. organizational or budget changes mandated by the General 

Assembly. 

What gets added/ How is it changed: 

 Salary increases, retirement adjustments 

 Management flexibility reserves 

 Reorganizations 
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Budget Terms 

Authorized Budget  - The certified budget with changes 
authorized by the Director of the Budget through 
authority granted in G.S. 143C-6-4 or other statutes. 

 

 What gets added/ How is it changed: 

 New grants, changes to existing grants, or federal 

“carryforward”  

 Moving money between funds/programs  

 Budgeting of an increase in departmental receipts  

 

February 28, 2017 11 



Budget Terms 

 Certified budget: Provides $10,000 to buy 10 computers 

 Authorized budget: Agency determines they need 11 

computers, and reallocate money from the furniture line-item  

 Actual expenditures: Agency got a great deal on computers 

The final cost for the11 computers is $5,500 
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Line Item Certified Authorized Actuals 

Computers $10,000 $11,000 $5,500 

Furniture $10,000 $9,000 $9,000 



Fund Types 

 General Fund (1xxxx) 

 Special Revenue Funds (2xxxx) 

 Capital Funds (4xxxx) 

 Enterprise Funds (5xxxx) 

 Trust Funds (6xxxx) 

 Internal Service Funds (7xxxx) 

 Others – institutional funds, agency funds 
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General Fund 

 The primary operating fund for most governmental 

entities 

 Accounts for all financial transactions, except those 

that must be accounted for in another type fund 

 Money reverts at end of fiscal year 
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Special Revenue Funds 

 A fund to which revenues are deposited that are 

designated for a specific purpose and remain in the 

account until expended for that purpose 

 Funds do not revert to the General Fund 

 Can build cash balances over time 

 Cash balances are non-recurring in nature  
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Budget Structure 

Budget Code 
(13510) 

Executive & 
Administrative 

Functions 
(1000) 

Line Item 
Detail 

Requirements 

53XXX 

Receipts 

43XXX 

Office of Early 
Learning 
(1400) 

Line Item 
Detail 

SPSF: K-12 
Instruction 

(1800) 

Line Item 
Detail 

Pass-through 
Grants 
(1901) 

Line Item 
Detail 
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Fund 

Codes 



Base Budget Requirements 

State Budget Act: 

 Development of Governor's Recommended Budget: 

 Must clearly distinguish program base budget requirements, program 

reductions and eliminations, program expansions, and new programs, 

and all proposed capital improvements 

 Must contain a base budget presented in the “budget support 

documents” for each budget code and purpose or program in line-

item detail 

 Must contain a comparison of actual expenditures, current year 

budget, allowable increases/decreases and recommended base 

budget 

 

February 28, 2017 17 



Base Budget  
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Presentation Outline 

NC Budget Process 

Budget Terms 

Budget Organization 

Budget Policy  
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NC’s Budget Policy 

 State Constitution 

 State Budget Act (Chapter 143C)  

 Appropriations Act 

 North Carolina General Statute 

 State Budget Manual  

 Budget Instructions 

February 28, 2017 20 



NC’s Budget Policy 

 State Budget Act (Chapter 143C) 

 Sets out the statutory procedures and requirements for preparing, 
reviewing, adopting and managing the State’s Budget in accordance 
with the Constitution 

 

 Defines Appropriation: “An enactment by the General 
Assembly authorizing the withdrawal of money from the State 
treasury. An enactment by the General Assembly that authorizes, 
specifies, or otherwise provides that funds may be used for a particular 
purpose is not an appropriation.” 

 

 Defines State Funds: Any moneys including federal funds 
deposited in the State treasury except moneys deposited in a trust 
fund or agency fund as described in G.S. 143C-1-3. 
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NC’s Budget Policy 

 State Budget Act (Chapter 143C) 

 Directs how the budget is to be administered 

 Appropriations for the purposes and programs and line-items enumerated in the 
Governor's recommended, as amended by the General Assembly   

 The Governor shall ensure that appropriations are expended in strict accordance with 

the budget enacted by the General Assembly. 
 

 Sets out the limited circumstances under which the budget enacted 
by the General Assembly can change 
 Line items within programs 

 Responses to extraordinary events 

 Responses to unforeseen circumstances.  
 

 Restricts expenditures for purposes for which the General 
Assembly has considered but not enacted an appropriation, 
regardless of source of funds 
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Budget Policy – Appropriations Bills  

Special provisions provide guidance on how to spend 
money and set budget policy:  
 

 Places limits on how to implement management flexibility reduction:  

 No reductions to NC Center for Advancement of Teaching, three pass-through 

entities and the residential schools, except under certain circumstances (S.L. 2015-

241, Section 8.37(b)) 

 No more than $120,000 in State funds may be used for the annual 

salary of any individual employee of a nonprofit organization receiving 

State funds. (S.L. 2015-241, Section 6.26) 

 Limits the authority of agency to spend funds…. 

 A constituent institution shall not expand more than $1 million of State funds on 

advancement programs…applies to FY 2016-17 and each subsequent fiscal year. 
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Budget Policy – Other Statutes  

 Sets Fees:   

 G.S. 115C-216(g) “The local boards of education shall fund driver education 

courses from funds available to them and may charge each student participating in 

a driver education course a fee of up to 65.00 to offset the costs of providing the 

training and instruction. “ 

 Creates Special Revenue Funds:  

 115C 102.6D(a): “There is established under the control and direction of the 

State Board of Education the State School Technology Fund. This fund shall be a 

nonreverting special revenue fund consisting of any monies appropriated to it by 

the General Assembly and any monies credited to it under G.S. 20 81.12 from the 

sale of School Technology special license plates.” 

 Spends Reversions:  

 G.S. 116-30.3:  “Of the General Fund current operations appropriations credit 

balance remaining at the end of each fiscal year in each budget code of a special 

responsibility constituent institution…the amount carried forward under this 

section shall not exceed 2½ % of the General Fund appropriation.” 
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Budget Policy – State Budget Manual 

 Prepared by  the Office of State Budget and 

Management (OSBM) 

 Used by state agencies in the administration of  their 

budgets  

 Provide more detailed budget related guidance to 

agencies 

 Examples: Use of lapsed salaries, travel 

reimbursement policies,  etc. 
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Budget Policy –Budget Instructions 

 Prepared by the Office of State Budget and Management (OSBM) 

 Used by state agencies to prepare their budgets 
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Fiscal Research Division 

919-733-4910 
Brett Altman– brett.altman@ncleg.net 

Community Colleges, Financial Aid and Dual Enrollment programs 

Lisa Fox– lisa.fox@ncleg.net 

UNC System, Teacher Prep, and Digital Learning   

Jennifer Hoffmann – jennifer.hoffmann@ncleg.net 

Public Education 

Lauren Metayer– lauren.metayer@ncleg.net 

Public Education  

 

 

 

 

Contact Information 
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